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..- ~AT&T
- Robert W. Quinn, Jr. Suite 1000

Federal Government Affairs 1120 20th Street NW
Viàe President & Director Washington DC 20036

202 457 3851
FAX 202 457 2545

May 17, 2002

VIA ELECTRONICFILING
Ms. MarleneDortch
Secretary
FederalCommunicationsCommission
~ l2~St., SW, RoomTWB-204
Washington,DC 20554

Re: Noticeof Ex ParteContact
FCCSeeksCommentOn AT&T Requestto Contributeto UniversalService
Basedon ProjectedRevenues,CC DocketNo. 96-45,DA No. 02-376

Federal-StateJointBoardonUniversalService,CC DocketNo. 96-45; 1998
BiennialRegulatoryReview— StreamlinedContributorReportingRequirements
Associatedwith Administrationof TelecommunicationsRelayService,North
AmericanNumberingPlan,Local NumberPortability,andUniversalService
SupportMechanisms,CC Docket98-171; TelecommunicationsServicesfor
Individualswith HearingSpeechDisabilitiesandtheAmericanswith Disabilities
Act of 1990,CC DocketNo. 90-571;AdministrationoftheNorthAmerican
NumberingPlanandNorthAmericanNumberingPlanCostRecovery
ContributionFactorandFundSize,CC DocketNo. 92-237,NSDFile No. L-00-
72; NumberResourceOptimization,CC DocketNo. 99-200;TelephoneNumber
Portability,CC DocketNo. 95-116;andTruth-in-Billing andBilling Format,CC
DocketNo. 98-170

DearMs. Dortch:

On ThursdayMay 16, 2002,JoelLubin andI metwith DanGonzalez,Legal
Adviserto CommissionerMartin, to discussissuesrelatedto aforementioneddockets.
We stressedtheneedfor theCommissionto permanentlyfix theuniversalservice
contributionmechanismby adoptingaperconnectionassessmentmethodologyconsistent
with AT&T’s andothercarrier’scommentsassoonaspossiblefor implementationon
Jahuary1, 2003. We explainedhowthatmechanismwouldwork andalsoaddressedhow
sucha systemwouldbeentirelyconsistentwith theactaswell asprior Commission
Orders.

L



In addition,wedistributedacopyofAT&T’s May 15, 2002expartewith respect
to AT&T’s Requestto Contributeto UniversalServiceBasedon ProjectedRevenues.

-~ - -We-stressed-.the-need-for-the-Commission-to-~ant--A-T&-T~s-request-to~on--an-interi-rn----~ -

basis,contributeto universalservicebasedon projectedrevenuesasafirst step towards
reformingtheuniversalserviceassessmentandcollectionmechanism.We highlighted
thefactthatthecurrentassessmentmechanism(whichassessesAT&T, andconsequently
AT&T’ s customers,basedon six-monthold revenuedata)resultsin AT&T’s customers
bearingadisproportionatelyhighershareof theuniversalservicecontributionin the long

- distancemarketplace.Thatfactis reflectedin thecurrentAT&T collectionrateof 11.5%
versusothercarriersin themarketplacewhosecollectionratesaresignificantly lowerdue
solelyto thefactthattheirinterstaterevenuesareincreasing.Wereiteratedthatthe
currentassessmentmechanism,whichbasesassessmenton (six-monthold) interstate
revenues,is irretrievablybroken. AT&T’ s waiverwould representafirst stepat
addressingthecurrentinequitablemechanism,but thatit shouldbeonly afirst step.

Oneelectroniccopyof thisNoticeis beingsubmittedin accordancewith the
Commission’srules.

Sincerely,

Attachment

cc: DanGonzalez
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An Illustrative Attribution Analysisofthe Current FederalIJSF Mechanisms
- . - -- ses$nicntVs,RecoveryRates - -

Quarterly AssessmentMechanism

BaselineAssumptions:
A. ..

B

Contribution Factor.
- . .

USFAssessment.Base

. . 6~.8i%
. . -s

-. - -• -

$ l0o,00.o_,000.

As PublishedbytheFCCI SACThroughFCC?sQuarterlyPublicNotices

As ReportedByTheTelecommunicationsCarrierTo The USACin Th&ir Form499Q. Noter
RevenuesReported-InACañie~’s499QInéludesTheirIntàstateandInternationalRetailRevenues

. - .. . . - plus TheirUSFColléclion PorAnyGivenQliarter.

C = A * B USF Obligation $ 6,8io,ooo ExpectedIJS&CsQuarterlyBilling ToThat TelecommumcationCamer

Quarterly RecoveryMech~nisms

- . - . - . . . - . - .

RecoverzjRate
- - .

RecoverqBase
Recovered
Amount

-

Remarks
D No LagJNoAdjustments 6.8i% $ 100,000,000 $ 6,8io,ooo Recovery=Assessment

-

..

-

E

. . - -

. .

- - -

LineDAdjustedTo
ExdudeUSFRevenues

- - .

. . -. - -

.

- ..

7.49%

. . .

. -

- .

. - - .

$ 90,909,091

.

. . -

. -

-. -

$ 6,Sio,ooo

Assuminghistoricalrecoveiy-rateas10%

àndnon-USFrevenueaSB..
Then R+(R* 10) = $ioo,ooo,ooo -

or R= ($ioo,000,000fi..i) =$90,9o9,09i.

i” SEENOTE BELOW

:
1~’

- -

Line E AdJUStCdfor -

UncollectibleRevenues

. . .

- ... . ...

7.89%

-
.. . - -

$ 86,363,636

.

. -

$ 6,8io,ooo

Assuming5%Uucoliectibles- USFcharges
wifi notbecollectedfrom5% oftherevenue
base

- . -.

.

- -

G

. .- .

LineP Adjustedfor-
DecliningRevenueBase
(Le.LagEffect)

. . - . -

- . - - -

. .

10.51%

. -

-

. . .

$ 64,~2,~7

. - .

. -.

-

$ 6,8io,ooo

Assumingrevenueshavedeclinedby 25%

overthepast6months~Asaresult,USF
obligation will berecoveredfromasmaller
revenuestream

H. .

Line(~Adjustedfor
Ulibifibie-Revevenues- -- - it.6~8% .$ 58,295,455. $ ,81o,ooo..

Assuming10% Unbillables—10% ofthe
revenuebasecannotbebffledUSFcharges

NOTE ATelecornmunicátkinCaniefsRepRue In~.udçdTheirUSF - ion DuringThatPeiic InQnierToF.stimatean~iBack-OutThO5e-USFRevenuesOneNeedTo
- -. - . ~. -~ei~ForThat-HWo~haI-Petiod.Fo Anal3eisIt IsAssumedTo-Beió%. -

File 1-15-2002_UPDATED_IliustrattveExampleofUSFRecoveryandAssessmentRates Date 1/15/2002

Worksheet Illustrative Example AT&T L&PP



AnilustrativeAttribution.Añalysisof the Curient Federal 13SFMechanisms
- - - I ~-A~seSsmeñtVs.RecoveryRates . - -.

Quarterly AssessmentMechanism

BaselineAssumptions:

A ContributionFactor 6.8i% As PublishedbytheFCC/USACThrough FCC’sQuarterlyPubhcNotices

B - - - USFAssessmentBase -$. ioo~ooO,ooo

As ReportedByTheTelecommumcationsCarrierToTheUSACIn Their Form499Q Note’
RevenuesReportedmACamer’s499QIncludesTheirIntenutateandInternationalRetailRevenues

- . piusTheirUSFCollectionForAnyGivenQuarter.

C = A* B USFObligation $ 6,8io,ooo ExpectedUSAc’sQuarteiiyBilhngToThatTelecommumcationcamer

Quarterly RecoveryMechanisms— WITH INCREASINGREVENUEBASE
- - - - . - - - . - . . - - - Recovered - - -

D
-

- -: -

N~oLag/NoAdjustments

- Recovéri~iRate:-

6.8i%
- RecoveryBase

$ 100000,000
Amount .-

$ 6,Sio,ooo

-

. Remarks

Recovery-Assessment
-

--

-. - 0 -

.

LineDAdjusted-To
Exelu eUSFRevenues -

- : . - -

- :
- - - . - - - -

. - . ..

- I - - 7~2~!%

- .

- .

$93,624,192

-. . -

. -

. -

$ -: 6,8io,oóo

tssuminighistoricalreccweiyrateasio%
andnon-USFrevenueas-R.
ThUR+(R*oo681)= $100000000
or R= ($ioo,000,000/i.o68i)
=$~s,6~~i,I92‘~SEENOThBELOW -

- -

F -

- . - - - . .L~neEAdjustedfor -

IncreasingRevenueBase -

~ije.LagEffed).. I .

-. . . -: -

. - : -

-. .- --- -

- : - .~6.ó6%

.

- .. .

- . - -

$‘ - 112,349031 -

.

. -

- - - -

- $ - 6~8io,ooo

AssithiingrevenueshaveINCREASEDby
2O%OVerthepaSt6mOflthS.ASareSfllt~
Uslbllgationwiilberecoveredfroma
HIGHERreuestream.

G

- - - .

LinePAdjustedfor
U~ncollectib1eRevenues

I
LureGAdjustedfor
U~nbillableRevevenues

.. - -.

6.38% $ 1o6,~1,579

- - . -

$ 6,8io,ooo

Assüming-i%Uncoliectibles— USFcharges
will notbecollectedfrom1% oftherevenue
base

Assumingo% Unbillables— NO
REVENUESSHOULDBE EXCLUDED
FORUN-BILLABLESH 6.38% $ to6,~31,579$ 6,8io,oooNOTE.ATekJcommumcatzouCamer’sReportedRevenueIneiudedTheirUSFCollectionDunngThatPeriod.In OrderToEstimateandBack-OutThoseUSFRevenuesOneNeedTo

UseTheirRecoveryRateForThatHistoricalPeriod.ForThisAnalysisIt IsAssurnedToBe6.81%

USFAMOIINTOVERCOLIECrEDFERQUARTERBYnHSCARRIERIFThEYUSEUSA(YgRATESOF6.81%= 458,421 I

File’ 1-45-2002_UPDATED.jllustrahveExampleofUSPkecoveiyandAssessmentRates Dates1/15/2002
WorksheetINCREASING-REVENUE-- . -.. . -- - . - AT&T L&PP


